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Audit  Number  04020 


Public  Utilities  Commission 


1155  Market  Street,  4th  Floor 
San  Francisco,  CA  94103 

President  and  Members: 

The  Office  of  the  Controller  (Controller)  presents  its  report  concerning  the  audit  of  the 
Hetch  Hetchy  Water  and  Power  cash  revolving  fund  of  the  Public  Utilities  Commission 
(PUC).  The  PUC  uses  this  revolving  fund  to  pay  for  minor  purchases  of  goods  and  services 
for  Hetch  Hetchy. 

Reporting  Period:  November  1,  2003,  through  November  16,  2004 

Authorized  Amount:  $10,000 


The  PUC  correctly  administered  and  used  its  revolving  fund.  The  PUC’s  cash  revolving 
fund  assets  agreed  with  the  amount  authorized  in  the  San  Francisco  Administrative  Code 
and  recorded  in  the  Controller’s  Financial  Accounting  and  Management  Information 
System.  However,  the  authorized  amount  of  the  revolving  fund  is  excessive  and  we 
estimate  that  a $1,000  revolving  fund  should  be  sufficient  to  meet  Hetch  Hetchy’s 
operational  needs. 

The  PUC’s  response  is  attached  to  this  report.  The  Controller’s  Financial  Audits  Division 
will  be  working  with  the  PUC  to  follow  up  on  the  status  of  the  recommendations  made  in 
the  report. 

Respectfully  submitted, 


Results: 
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Controller 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-7466 
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INTRODUCTION 


BACKGROUND 

The  Board  of  Supervisors  of  the  City  and  County  of  San 

Francisco  appropriated  a cash  revolving  fund  of  $10,000  for 
Hetch  Hetchy  Water  and  Power  to  the  Public  Utilities 
Commission  (PUC)  under  Section  10.145  of  the  San  Francisco 
Administrative  Code  (Administrative  Code).  The  PUC  uses  the 
Hetch  Hetchy  revolving  fund  to  pay  for  minor  purchases  and 
services  that  are  needed  immediately.  The  PUC  holds  $9,350  of  the 
fund  in  a fund  bank  account  and  uses  the  remaining  $650  to 
establish  two  petty  cash  funds  in  two  department  units. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  the  Hetch 
Hetchy  revolving  fund  assets  agreed  with  the  amount  authorized  in 
the  Administrative  Code  and  recorded  in  the  Controller’s  Financial 
Accounting  and  Management  Information  System  (FAMIS).  We 
also  determined  if  the  PUC  properly  administered  and  used  the 
revolving  fund  in  compliance  with  the  Controller’s  Departmental 
Instruction  No.  1052.  In  addition,  we  assessed  whether  the  internal 
controls  over  the  fund  were  adequate,  and  whether  the  revolving 
fund  was  sufficient  to  meet  the  PUC’s  operational  needs. 

To  conduct  the  audit,  we  reviewed  the  applicable  provisions  in  the 
Administrative  Code,  the  Controller’s  Departmental  Instruction 
No.  1052,  and  the  Purchaser’s  Guide  to  Ordering  Goods  and 
Services.  We  evaluated  the  PUC’s  procedures  for  recording, 
summarizing,  and  reporting  the  revolving  fund  transactions.  We 
tested,  on  a sample  basis,  the  PUC’s  revolving  fund  transactions 
during  the  audit  period  to  determine  whether  the  transactions  were 
proper  and  valid. 
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Digitized  by  the  Internet  Archive 
in  2016  with  funding  from 
San  Francisco  Public  Library 


https://archive.org/details/publicutilities1020sanf_0 


AUDIT  RESULTS 


THE  PUC’S  HETCH  HETCHY  REVOLVING  FUND 
AGREED  WITH  THE  AUTHORIZED  AMOUNT 
BUT  THE  FUND  AMOUNT  IS  EXCESSIVE 

As  of  November  16,  2004,  the  Hetch  Hetchy  Water  and 
Power  revolving  fund  balance  of  $ 1 0,000  agreed  to  the 
amount  authorized  in  the  Administrative  Code  and  as 
recorded  in  FAMIS.  The  PUC  used  the  fund  assets  within  the 
intended  purpose  of  the  fund  and  in  compliance  with  the 
Controller’s  Departmental  Instruction  No.  1052.  Further,  we  found 
that  the  PUC’s  internal  controls  over  the  revolving  fund  were 
adequate  and  the  expenditures  made  by  the  PUC  were  valid  and 
properly  supported. 

Nevertheless,  the  PUC’s  authorized  revolving  fund  amount  of 
$10,000  exceeds  the  amount  it  needs  for  operations.  During  the 
period  we  reviewed,  the  PUC  requested  the  Office  of  the 
Controller  to  replenish  the  revolving  fund  5 times  for  a total 
replenishment  amount  of  $992,  or  an  average  of  approximately  $83 
per  month.  During  this  period,  the  PUC  used  the  fund  only  to 
replenish  payments  made  through  the  two  petty  cash  funds.  Based 
on  the  low  level  of  usage  during  the  audit  period,  we  estimate  that 
a fund  amount  of  $1,000  would  be  ample  to  meet  the  operational 
needs  being  served  by  this  fund. 

In  our  prior  audit  of  the  Hetch  Hetchy  revolving  fund,  in  a report 
dated  May  19,  2000,  we  recommended  that  the  PUC  reduce  the 
amount  of  this  revolving  fund  to  $1,000.  Although  the  PUC 
indicated  several  times  that  it  intended  to  take  action  to  reduce  this 
revolving  fund  to  $5,000,  the  last  time  in  2002,  it  still  has  not  done 
so. 


RECOMMENDATIONS 

To  ensure  that  the  Public  Utilities  Commission  properly 
administers  its  Hetch  Hetchy  revolving  fund,  it  should  take  the 
following  actions: 

• Request  the  Board  of  Supervisors  to  amend  the  Administrative 
Code  to  reduce  the  authorized  amount  of  the  Hetch  Hetchy 
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revolving  fund  from  $10,000  to  $1,000.  If  authorized  to  reduce 
the  fund  amount,  the  department  should  return  the  excess  funds 
to  the  Controller. 

• Consider  whether  it  would  be  feasible  to  eliminate  this  fund 
and  use  one  of  the  two  other  PUC  revolving  funds  to  replenish 
the  Hetch  Hetchy  petty  cash  funds. 


We  conducted  this  review  according  to  the  standards  established 
by  the  Institute  of  Internal  Auditors.  We  limited  our  review  to 
those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Robert  Tarsia,  Audit  Manager 
Kathy  Buckley 
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PUBLIC  UTILITIES  COMMISSION 
RESPONSE  TO  THE  AUDIT: 


jsssSesz. 

CUCAH  WATBR 


GAVIN  NEWSOM 
MAYOR 

E.  DENNIS  NORMANDY 

PRESIDENT 

RICHARD  SKLAR 

VICE  PRESIDENT 

ANN  HOLLER  CAEN 
ADAM  WERBACH 
RYAN  L BROOKS 


SUSAN  LEAL 
GENERAL  MANAGER 


San  Francisco  Public  utilities  commission 

Office  of  the  General  managed 

1155  Markar  SL.  1 1th  Floor,  San  Francisco,  CA  841 03  • Tel.  (415)  554-3488  • Fox  (415)  554-3161 


February  3.  2005 


Ed  Hamngton 
Controller 
City  Hal! 

1 Dr.  Carlton  B.  Goodlett  Place,  Room  388 
San  Francisco,  CA  941 02-4694 


Re:  Hetch  Hetehy  Water  and  Power  Cash  Revolving  i-und 


Dear  Mr.  Harrington: 

Thank  you  for  the  recent  Audit  of  the  Hetch  Hetchy  Water  and  Power  Cash 
Revolving  Fund.  We  have  read  your  findings  and  accept  one  of  your 
recommendations. 

• Request  the  Board  of  Supervisors  to  amend  the  Administrative  Code  to 
reduce  the  authorized  amount  of  the  Hatch  Hetchy  Water  and  Power 
revolving  fund  from  $10,000  to  $1,000. 

SFPUC  Action:  We  will  submit  to  the  Board  of  Supervisors  an 

Administrative  Code  amendment  to  reduce  the  Hetch 
Hetchy  Water  and  Power  revolving  fund  authorized  amount 
from  $10,000  to  $1,000. 

• Consider  whether  it  would  be  feasible  to  eliminate  this  fund  and  use  one  of 
the  two  other  PUC  revolving  funds  to  replenish  the  Hetch  Hetchy  petty  fund. 

SFPUC  Action:  We  cannot  use  other  PUC  revolving  funds  for 

replenishment  because  we  have  separate  enterprises. 
Therefore,  we  cannot  eliminate  this  fund. 


We  look  forward  to  working  with  you  and  your  staff. 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


